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Dear Ms. Dortch:

Sinclair Broadcast Group, Inc. ("Sinclair") hereby submits this ex parte letter to
respond to the false and misleading arguments made by the Coalition for Retransmission
Consent Reform ("Coalition") regarding broadcasters' statutory right to obtain payments
for the retransmission consent of their broadcast signals.' In its letter, the Coalition
alleges that broadcasters are shielded from market forces (id. at 10) and, therefore, are
able to "leverage" their popular broadcast programming and make "unreasonable cash
demands" on cable operators to the detriment of consumers.' The Coalition's
contentions, however, are logically unsound and, more importantly, have proven to be
untrue in Sinclair's experience. For these reasons, Sinclair submits that there is no basis
for the Commission to regulate retransmission consent fees, as the Coalition requests.

The Coalition's argument that broadcasters are shielded from market forces is
absurd. Broadcasters generate revenues primarily through the sale of local

1 See Letter to Marlene Dortch from Bruce Sokler, Counsel for the Coalition for Retransmission
Consent Reform ("Coalition Letter") (February 16, 2007).

2 Coalition Letter, at 1 ("Big Four broadcast networks and other large broadcast conglomerates
leverage retransmission consent in a manner that increases ... the price ... of popular cable
service tiers"); at 2 ("[C]ash fees that broadcaster are seeking to extract from cable providers
through actual or threatened withdrawals of network signals will, of course, be borne by
subscribers to cable's entry-level Basic tier of service.").
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advertisements, which are correlated directly with a station's ratings and audience reach.
A broadcaster that enters into retransmission negotiations seeking higher than market
rates runs the risk ofjeopardizing the distribution of its broadcast signal and indirectly its
advertising revenues. Accordingly, there is no basis for the Coalition's contention that
broadcasters are shielded from market forces in their negotiations with cable operators.

Sinclair's own experience confirms there is no merit to the Coalition's speculative
argument that retransmission consent fees will lead to higher cable rates for consumers.
For example, days before Mediacom and Sinclair reached a retransmission agreement
regarding 22 stations to be carried on Mediacom systems in 13 states, Mediacom
announced a rate raise of 1.5% for the average customer. By all public accounts, that rate
increase had nothing to do with the retransmission consent agreement between Mediacom
and Sinclair.3 Indeed, in a letter to local Iowa officials, Mediacom stated that it was
increasing rates of digital-cable, high-speed Internet service, and premium channels such
as HBO and Showtime, but the charge for the basic tier cable service would not change.'
Recently, Mediacom announced another rate hike, this time conveniently blaming in part
the retransmission agreement with Sinclair.' In Des Moines and Cedar Rapids, for
example, the cost of basic cable will increase by $3 and $7, respectively. Despite
Mediacom's apparent attempts to convince their subscribers to the contrary, the fees
Mediacom is paying Sinclair as part of their retransmission consent agreement represent
only a very small percentage of the increases Mediacom announced.

As another example, in Charleston, West Virginia, Sinclair negotiated a
retransmission consent agreement with Suddenlink Communications. Suddenlink
subsequently announced rate increases for basic and other tiers but also publicly stated
that "[n]one ofthe new costs stem from Suddenlink's recent retransmission agreement
with Sinclair Broadcast Group, Inc.'" Rather, Suddenlink attributed the cost increase to
completely unrelated factors - namely, wage and fuel inflation, increased costs of

3 See Mediacom Customers Face Higher Rates, KCCl, January 31,2007, available at
www.kcci.com(last visited February 18, 2007); Mediacom, Sinclair end dispute, The Daily
Iowan, February 5, 2007, available at http://media.www.dailyiowan.com/media/
storage/paper599/news/2007/02/05/Metro/Mediacom.Sinclair.End.Dispute-2695874.shtml (last
visited March 14, 2007).

4 Mediacom, Sinclair end dispute, The Daily Iowan, February 5, 2007.

, Citing Costs, Mediacom to raise rates for cable, The Des Moines Register, March 21, 2007,
available at http://desmoinesregister.com/apps/pbcs.dll/article?AID~/200703 21 /BUSINESS/
703210359/-I/SPORTS06 (last visited March 21, 2007).

, Cable rates on rise, Charleston Gazette, February 13, 2007, available at
http://wvgazette.com/section/News/2007021216 (last visited February 18, 2007).
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acquiring sports programming, such as ESPN, and an $8.1 million service upgrade
project. 7 These examples show that the allegation that retransmission consent fees will
lead to higher cable rates for consumers is unsupported and speculative.

The irony of the Coalition's filing is that local cable operators, not broadcasters,
have wielded monopoly power for decades and historically have been able to dictate the
terms of retransmission consent agreements. In fact, although the Coalition now
complains that "[r]etransmission consent ... has significantly reduced the opportunities
for cable networks not affiliated with a broadcaster to obtain carriage on cable's
expanded basic tier," it was cable operators that originally encouraged network
broadcasters to develop cable networks, for which cable operators would pay a premium
in lieu of direct payments to networks broadcasters for the retransmission of network
programming.' Through such arrangements, cable operators used their monopoly
position to mask the fact that they were paying retransmission consent fees and avoid
having to pay non-network broadcasters, like Sinclair, for the retransmission of network
programmmg.

But now the situation has changed as a result of the rise in the number of
competitors to local cable monopolists, and cable operators should acknowledge that the
charade is over. These competitors' willingness to negotiate and pay for the
retransmission of broadcast signals readily demonstrates that such programming has
value and that market forces, not monopoly power, determine the fees for retransmission
consent authority. Indeed, the retransmission fees that Sinclair has negotiated for its
broadcast stations are below, and in some cases substantially below, the fees that cable
operators typically pay for other video programming services, which are far less popular.9

Moreover, the competition for subscribers ensures that cable subscribers are not likely to
see rate increases as a result of retransmission consent agreements. 1O In short, the net

7Id.

, See, e.g., Peter Grant and Brooks Barnes, Television's Power Shift: Cable Pays for 'Free'
Shows, The Wall Street Journal, Feb. 5, 2007, at Al ("Before [last year], Viacom was content to
allow cable operators to retransmit CBS-owned stations' programs in exchange for paying
premiums to carry other Viacom channels, including MTV and VHl.").

9 Contrary to the Coalition's claim, Sinclair has never asked for 40 to 50 cents per subscriber per
month for the retransmission of broadcast signals of its non-Big Four stations. See Coalition
Letter, at 2. Indeed, the Wall Street Journal article the Coalition cites for that contention clearly
states that "Sinclair was seeking about 40 to 50 cents per subscriber per month for its major
broadcast stations." Peter Grant and Brooks Barnes, Television's Power Shift: Cable Pays for
'Free' Shows, The Wall Street Journal, Feb. 5, 2007, at Al (emphasis added).

10 Any attempt by cable operators to raise prices will encourage subscribers to switch to other
video service providers.
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impact of this competitive development is the erosion of monopoly power held by cable
operators, not the exercise of such power by broadcasters, as the Coalition implies. For
these reasons, Sinclair submits there is no basis for Commission regulation of
retransmission consent fees.

Respectfully submitted,

~
Tony Lin
Counsel for Sinclair Broadcast Group, Inc.

cc: Catherine Bohigian
Rudy Brioche
Michelle Carey
Monica Desai
Bruce Gottlieb
Cristina Pauze
Chris Robbins
Seth Davidson, Mediacom
Susan L. Fox, ABC/Disney
F. William LeBeau, NBC Universal
Anne Lucey, CBS Corp.
Marsha MacBride, NAB
Maureen A. O'Connell, FoxlNews Corp.
Matthew Polka, ACA
Bruce Sokler, Coalition for Retransmission Reform
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S See, e.g., Peter Grant and Brooks Barnes, Television's Power Shift: Cable Pays for 'Free'
Shows, The Wall Street Journal, Feb. 5, 2007, at Al ("Before [last year], Viacom was content to
allow cable operators to retransmit CBS-owned stations' programs in exchange for paying
premiums to carry other Viacom channels, including MTV and VHI.").
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